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The Year in Review

W

e launched Keating Wealth Management in January 2016 with the goal of providing a select group of
affluent families with the highest level of advice and service. As we enter the final quarter of our first year
in business, we thought it would be helpful to recap who we are, what we believe, and what we can and can’t do.
Pages 2 and 3 summarize a selection of our blog posts by category providing deeper insight into our investment
philosophy and our views on critical capital markets issues. Page 4 spells out our core guiding principles.

Who We Are

Whom We Serve

What We Believe

♦ Colorado registered investment

♦ High net worth families with at

♦ Investor behavior—and not invest-

adviser.
♦ Fiduciary, operating on a fee-only
basis.

least $1 million of investible assets.
♦ Informed financial delegators,
including private business owners
and busy professionals.

ment performance—drives the
financial outcomes experienced by
most investors.
♦ Volatility is not the same as risk.

What We Do

What We Don’t Do

What’s Different?

♦ Planning. We create comprehen-

sive financial plans and provide
investment advisory services.
♦ Perspective. We provide long-term

perspective on an ongoing basis
to help clients make the right decisions, especially in bear markets.
♦ Behavioral coaching. We provide

advice to ensure that you do not
succumb to the temptation to
abandon a carefully constructed
investment plan.

♦ Economic forecasting. It doesn’t

matter for a multidecade investor.
♦ Market timing. No one can

consistently time the market
successfully.
♦ Stock picking. Seeking to outper-

form the market is not part of
a rational financial plan.

♦ Our focus on behavioral invest-

ment counseling.
♦ Our founder’s background as an

entrepreneur, capital markets
expert and professional investor
in private businesses.
♦ Our value promise and the corresponding benefit to our clients.
We don’t “propose,” we promise.

Our Value Promise
We’ll take care of everything related to your financial planning, so you can live your life. All your financial
choices will be aligned with your most important goals and your most deeply held values. Twelve months
from now, your entire financial house will be in order, and you’ll keep it that way forever. You will have
complete confidence that no matter what happens in the markets, the economy, politics or the world, you
will have a first-rate plan in place to help you achieve your financial goals.
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The Behavioral Investor
Blog Summaries Selection

O

ur weekly blog includes thoughts on a variety of investment issues and explains why we believe emotion is the
critical variable in determining investment success or failure. The selection below includes summaries by category, with the most recent post featured with a larger image and headline. To read more about any particular
blog and/or to view the full catalog, please visit: www.keatingwealth.com/blog.

Behavior
Understanding Myopic Loss Aversion
August 2, 2016
Research shows that people typically regret
financial losses about twice as much as they
appreciate similarly sized financial gains. This
natural tendency to try to avoid losses can
hamper the growth of your investment portfolio,
especially if you evaluate your stock portfolio’s
performance too frequently.

Buy Land and Homes for a
Disappointing Investment

August 9, 2016

Over the last century, farmland and home prices increased
an average of 1.1% and 0.6% annually compared with
returns of about 7% from large-cap common stocks over
a similar period. Confirmation bias helps explain the
attraction to investments in land and homes despite
disappointing historical results.

Buy High, Sell Low?
February 10, 2016
From 1995 to 2014, the annualized return of
the S&P 500 Index was 9.9% while the return
for the average equity mutual fund investor was
only 5.2%. When the stock market goes down,
investors often react by selling. We explore the
underlying causes of this irrational behavior and
put short-term volatility in its proper context.

Stocks
The Second Longest Bull Market Ever…and Counting
July 26, 2016
Investors don’t know what to do with their money as they wrestle with historically low interest rates,
an uncertain presidential election, and a general disintegration in world order. Although the stock
market is enjoying its second-longest bull market ever, investors keep selling. This is a classic example
of narrow framing.

Unbroken Stock Market
Records in Perspective

Using the Bogle Model to
Project Stock and Bond Returns

May 27, 2016

January 5, 2016

The S&P 500’s 3.7% drop from its record close in
May 2015 has raised unnecessary concerns. Over time, stock prices
are linked to the earnings and dividends they generate for their
owners, but they fluctuate. The volatility experienced over days
and weeks is smoothed out over the course of months and years.
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In 1990, Vanguard founder John Bogle developed
a simple model for projecting stock and bond returns that has
proved quite reliable over time. Historically, stocks generate
2 to 3x the real returns of bonds. An update of Bogle’s model
finds this relationship is likely to continue over the next decade.
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Capital Markets
More and Larger Golden Eggs
March 11, 2016

Much Ado
About Nothing
April 05, 2016
Headlines in early 2016 indicated optimism was
in short supply—typical during a stock market
decline. By the end of the first quarter, it was
clear those concerns were much ado about
nothing. While they may conceptually understand that price and value are inversely
correlated, most investors don’t act accordingly.

In his 2015 letter to Berkshire Hathaway stockholders, Warren
Buffett—America’s most admired and least imitated investor—
demolishes conventional wisdom about putative weak economic growth with some simple numbers and piercing analysis.
Bottom line: Even if economic growth is only 2% for the next
generation, real GDP per capita would increase by $19,000.

1975 – 2015: A Four Decade Perspective
on the Capital Markets
January 12, 2016
We take a look at some arbitrarily selected population, GDP,
earnings and dividend statistics for 5 observation points during
the past 4 decades. We think you might be pleasantly surprised.

Dividends
Earnings Yield of 5.6% is 4x Higher than the 10-Year
July 12, 2016
Even at its recent record-closing high, the S&P 500 provides a dividend yield over 50%
higher than the current 10-year Treasury yield and an earnings yield 4x higher than the
10-year yield. From an asset-allocation perspective, the case for equities is compelling.

Dividends: Growth in Income

Exercise the Free Dividend Option

March 21, 2016

February 22, 2016

Since 1975, dividends have increased at a
compounded growth rate of about 6%—
about double the rate of inflation. Unlike income from
Treasurys, most of which is wiped out by inflation at current
yields, common stocks generate income and growth in that
income, preserving and increasing purchasing power over time.

On Feb. 19, 2016, the 10-year Treasury yield
was 1.75% and the S&P 500 dividend yield was
2.34%, meaning the S&P 500 was paying 60 basis points more
per year than the 10-year Treasury. By investing in equities
over bonds, you can effectively get 10 years of earnings
growth, dividend growth and capital appreciation—free.

Bonds & Interest Rates
With Yields this Low, the Risk
to Bondholders is High
May 27, 2016
What if your bond portfolio declined in value
by a third? It’s not unthinkable. A 2% increase
in interest rates would cause the price of the
30-year U.S. Treasury bond to drop by about a
third. With yields this low, the risk to bondholders is high. A compelling alternative investment
is large-cap equities.

Negative Rates Upend
the World
April 19, 2016
The 10-year U.S. Treasury yield was recently
1.75%, with a core CPI of 2.3%, making the
real 10-year yield -0.55%. Real yields reflect
the purchasing power investors obtain from
fixed-income assets, and with yields so low,
it doesn’t take much inflation to wipe out a
bondholder’s purchasing power.
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What We Believe
These are the core guiding principles that define who we are, what we believe, and what we can and can’t do:
1. Trust. The relationship between a client and a financial adviser must be built on the bedrock of mutual trust.
We earn our clients’ trust by telling them the absolute truth at all times. This is the only way to build an enduring
relationship that benefits both parties.
2. Planning. A customized financial plan is a key element in our relationship with each client. The plan establishes
investment portfolio goals and enables us to measure progress toward those goals.
3. Purchasing power. Preserving the dollar value of a portfolio is never an adequate goal, because inflation constantly
erodes that value. With 3% inflation a year, the cost of living doubles every 25 years, and investors who merely
preserve their principal will lose half their purchasing power over that time frame. The goal must be to preserve
and grow purchasing power.
4. Equities. Over time, equities—not bonds—have been the best way to preserve and grow
purchasing power. Since 1926, equities have delivered a 7% real return for large-company
stocks and a 9% real return for small-company stocks—double and triple the 3% real
return for bonds.
5. Volatility. Equities are more volatile than bonds, and the bumpy ride is the reason for
the higher returns. But we don’t equate equity volatility with risk. Volatility is a shortterm disturbance, whereas the long-term returns from equities are enduring. Equities are
a good investment because they go down temporarily and up permanently.
6. Growth. Volatility is the norm in the equity market. Since the end of World War II, intrayear declines have averaged
14%, and there have been temporary declines of 15% to 20% about one year in three. Roughly one out of five
years, there’s a bear market decline of 20% or more. Nonetheless, the equity market is now more than 70 times
higher than it was in 1946, and dividends have increased by a factor of 40. Inflation has trimmed these gains,
but not by much; consumer prices are now about 13 times higher.
7. Behavior. The real risk for equity investors is not volatility; it’s their emotional response to volatility. All of us have
an innate tendency to interpret large temporary declines in the market as the beginning of the end. And when
we panic, we flee. Investor behavior—not investment performance—drives the financial outcomes experienced
by most investors. We believe our primary value to our clients is as a behavioral coach.
8. Patience. For decades, countless experts have tried—without success—to predict or time the markets. We conclude
that it cannot be done. To capture 100% of the long-term return of equities, investors have to be in the market
at all times. This means experiencing 100% of the short-term volatility. Since there is no effective way to buy or
sell stocks in response to market or world events, we devote no time or effort to analyzing these events. Our advice
is unchanging: Whatever may be happening in the world, we counsel clients to patiently hold the portfolio
that offers them the best chance of reaching their financial goals. In other words, stay the course.
9. Value of advice. We are confident that over the years of our relationship with you, our behavioral advice
against panic selling in falling markets and our discipline in helping you stick to a well-constructed financial
plan will be worth multiples of our fee.
10. Index Funds. We believe that equity index funds should be the core holding for all our clients because these
funds are broadly diversified, low-cost, and tax-efficient. Over every cycle, equity index funds have consistently
outperformed the vast majority of actively managed mutual funds.
Data sources: Morningstar and J.P. Morgan Asset Management.

5251 DTC Parkway, Suite 200
Greenwood Village, CO 80111

www.keatingwealth.com
(720) 408-5250

Keating Wealth Management, LLC is a registered investment adviser. Information presented is for educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific
securities, investments, or investment strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser and/or tax professional before implementing
any strategy discussed herein. Past performance is not indicative of future performance.
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